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/THE  AGRICULTURAL  IMPORT  TRADE  OF  THE  EUROPEAN  FREE  TRADE  ASSOCIATION 

By  Karen  J.  Friedmanny 
West  European  Analysis  Branch 

The  European  Free  Trade  Association — consisting  of  the  United  Kingdom, 
Norway,  Sweden,  Denmark,  Austria,  Switzerland,  and  Portugal — came  into  being 
on  July  1,  1960,  when  the  Treaty  creating  it  went  into  effect. 

It  is  an  area  of  major  importance  in  world  trade,  due  primarily  to  the 
United  Kingdom.  While  the  other  six  member  countries  are  small,  they,  too, 
on  the  whole,  have  high  standards  of  living  and  high  levels  of  trade  in  re- 
lation to  their  population  numbers. 

In  1959  the  seven  countries  accounted  for  19.2  percent  of  total  world 
import  trade,  or  a  total  of  $20  billion.  This  compared  with  23.2  percent 
for  the  Common  Market.  Their  agricultural  imports  came  to  $7.3  billion,  as 
compared  with  $8.1  billion  for  the  Common  Market.  Since  the  population  of 
the  Seven  is  not  much  more  than  half  that  of  the  Common  Market — nearly  90 
million  compared  with  nearly  170  million — imports  on  a  per  capita  basis  are 
much  larger  in  the  former  area.  This  is  true  of  agricultural  imports  from 
the  United  States  also.   Average  per  capita  imports  of  U.  S.  farm  products 
in  the  EFTA  countries  came  to  $8.5  in  1959,  in  the  Common  Market  to  $5.5. 
The  question  whether  the  creation  of  this  association  will  affect  the  level 
or  direction  of  the  trade  of  the  member  countries  is  therefore  a  matter  of 
concern  to  U.  S.  agriculture. 

EFTA  Treaty 

The  EFTA  Treaty  grew  out  of  efforts  to  cope  with  the  situation  that 
arose  in  Western  Europe  after  the  creation  of  the  Common  Market.  Fearful 
that  the  Common  Market  would  affect  the  trade  of  some  countries  adversely 
and  anxious  to  prevent  a  split  in  Europe,  the  countries  of  the  Organization 
of  European  Economic  Cooperation  (OEEC)  1/  first  sought  a  solution  in  the 
form  of  a  Europe-wide  free  trade  area  linking  the  Common  Market  with  the 
other  West  European  countries,  but  the  effort  failed. 

In  the  summer  of  1959  the  seven  countries  which  now  make  up  EFTA  took 
steps  to  form  this  more  limited  free  trade  area,  expressing  the  hope  that  it 
would  help  pave  the  way  for  later  establishment  of  a  free  trade  area  com- 
prising all  of  Western  Europe  as  originally  conceived. 

1/  OEEC  includes  Austria,  Belgium,  Denmark,  France,  West  Germany,  Greece, 
Iceland,  Ireland,  Italy,  Luxembourg,  Netherlands,  Norway,  Portugal,  Sweden, 
Switzerland,  Turkey,  and  the  United  Kingdom.  In  the  calculations  used  in 
this  paper  Turkey  is  not  included.  Spain  acceded  only  in  July  1959. 


EFTA  is  a  far  looser  organization  than  the  Common  Market,  though  the 
objectives  of  the  Association  as  stated  in  Article  2  of  the  Treaty  are  very 
broad  ones:  Promotion  of  economic  expansion  and  full  employment,  increased 
productivity,  rational  uses  of  resources,  financial  stability,  and  improve- 
ment in  living  standards.  The  concrete  measures  of  cooperation  consist  in 
removing  obstacles  to  trade  among  the  seven  countries.  Tariffs  within  the 
area  are  to  be  reduced  gradually,  and  completely  eliminated  by  January  1, 
1970.  The  first  reduction — 20  percent — took  place  on  July  1,  1960.  Member 
states  shall  also  eliminate  quantitative  restrictions  "as  soon  as  possible" 
and  not  later  than  December  31,  1969.  Tariffs  toward  the  outside  world  are 
not  affected  by  the  Association.  The  countries  will  retain  their  individual 
tariffs  and  other  trade  arrangements  in  relation  to  third  countries. 

Elimination  of  trade  restrictions  within  EFTA  has  reference  to  indus- 
trial products  only.  Because  of  the  protective  farm  policies  of  most  of  the 
countries,  agricultural  products  are  not  subject  to  the  prescribed  reduction 
of  tariffs  and  other  trade  restrictions.  No  common  agricultural  policy  is 
contemplated.  Concerning  trade  in  farm  products  the  Treaty,  however,  has 
this  to  say  "...the  objective  of  the  Association  shall  be  to  facilitate  an 
expansion  of  trade  which  will  provide  reasonable  reciprocity  to  Member  States 
whose  economies  depend  to  a  great  extent  on  exports  of  agricultural  goods." 
Without  such  a  provision  Denmark  would  not  have  cared  to  join  the  Association 
since  it  would  have  had  to  let  down  barriers  to  imports  from  the  other  mem- 
bers without  compensation  in  respect  to  its  large  agricultural  exports.  The 
result  of  this  provision  was  a  series  of  agricultural  agreements  between 
Denmark  and  other  member  countries. 

The  Agricultural  Agreements 

Four  such  agreements  have  been  concluded  for  the  purpose  of  facilitating 
Danish  agricultural  exports  to  the  countries  in  question.  Most  important  is 
the  Danish-U.  K.  agreement.  Under  it  the  10-percent  rate  that  formerly  was 
in  effect  for  bacon  was  reduced  by  50  percent  on  July  1,  1960.   It  will  be 
reduced  to  zero  in  July  1961.  The  tariffs  on  pork  luncheon  meat — 10  and  5 
percent  according  to  type--are  being  reduced  on  the  same  schedule.  The  10- 
percent  rate  formerly  in  effect  for  blue  veined  cheese  and  canned  cream  was 
abolished  on  July  1,  1960.   At  the  request  of  the  Danes,  the  U.  K.  negoti- 
ators further  promised  to  recommend  that  the  British  subsidy  policy  not  be 
used  in  such  a  way  as  to  counteract  the  intended  effect  of  the  tariff 
reduction. 

The  new  rates  apply  to  imports  from  all  EFTA  countries. 

The  Danish-Swedish  agreement  is  of  a  different  nature.   Sweden  promises 
to  consider  ways  of  maintaining  the  Danish  interest  in  the  Swedish  market 
for  meat,  potatoes,  butter,  cheese,  milk  products,  eggs,  and  poultry.  Since 
Sweden  protects  its  agriculture  primarily  by  means  of  flexible  but  rather 
high  import  fees  it  was  decided  to  give  Denmark  a  degree  of  compensation  for 
this  in  the  form  of  an  annual  lump  sum  payment.  This  sum  was  set  with 
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reference  to  the  quantities  of  the  farm  products  exported  by  Denmark  to 
Sweden  and  the  size  of  the  fee  imposed  on  these  products. 

In  the  Danish-Swiss  agreement  Switzerland  promises  to  see  to  it  that 
imports  of  eggs  are  not  increased  from  countries  which  sell  at  noncommercial 
prices  to  such  an  extent  that  they  threaten  imports  from  Denmark.  Also, 
Switzerland  will  limit  butter  imports  from  subsidized  sources  so  that  Denmark 
again  may  supply  40  percent  of  total  butter  imports.  Swiss  importers  of 
cattle  and  beef  will  be  urged  to  consider  increasing  their  imports  from 
Denmark.  The  small  quota  for  horses  (600  annually)  will  be  increased,  that 
for  canned  hams  (15  tons  annually)  will  be  doubled  over  a  4-year  period,  and 
a  new  quota  for  20  tons  of  canned  pork  will  be  established.  The  existing 
quota  for  seed  grains  will  be  increased  to  7,000  tons. 

There  are  no  quantitative  provisions  in  the  Danish-Austrian  agreement. 
In  general,  Austria  undertakes  merely  to  attempt  to  act  in  accordance  with 
the  spirit  and  intent  of  the  agricultural  provision  of  the  EFTA  Treaty  in 
its  import  policy. 

Agricultural  Imports  and  Their  Sources 

More  than  one-third  of  the  combined  imports  of  the  EFTA  countries  con- 
sists of  agricultural  products.  In  the  United  Kingdom,  imports  of  agricul- 
tural raw  materials,  foods,  and  feeds  accounted  for  one-half  of  all  imports 
in  1959. 

By  far  the  most  important  source  of  EFTA's  farm  imports  are  the  Common- 
wealth countries,  providing  an  impressive  43  percent  of  the  total  in  the  last 
2  years.  This  is  due,  of  course,  to  the  fact  that  the  United  Kingdom  gets  a 
little  more  than  half  its  agricultural  imports  from  the  Commonwealth,  an 
outgrowth  of  historic  development,  including  the  existing  Commonwealth 
preference  policy. 

Cornerstone  of  present  day  Commonwealth  preference  policy  is  the  tariff 
structure  that  resulted  from  the  Imperial  Economic  Conference  in  Ottawa  in 
1932  under  which,  as  a  general  rule,  imports  from  the  Commonwealth  are  per- 
mitted free  of  duty  or  at  a  lower  rate  than  from  other  sources.  Although 
this  tariff  preference  is  less  important  now  than  before  World  War  II — the 
margin  of  preference  having  declined  from  some  10-12  percent  in  1937  to 
6-7  percent  in  1948  and  4-5  percent  in  1957— it  remains  significant,  and  for 
foodstuffs  it  averages  6  percent.  Furthermore,  other  preferential  arrange- 
ments exist  between  U.  K.  and  Commonwealth  countries,  finding  expression  for 
instance  in  the  U.  K.  wheat  agreement  with  Australia  and  the  tobacco  pur- 
chasing agreement  with  Rhodesia. 

The  second  most  important  area  to  supply  farm  products  to  EFTA  is  the 
OEEC  countries,  including  the  seven  countries  themselves.  Nearly  one-quarter 
of  all  agricultural  imports  come  from  these  West  European  countries.  The 
Common  Market  countries  and  "other"  OEEC  countries— the  latter  group  con- 
sisting of  Ireland,  Iceland,  and  Greece,  in  addition  to  the  seven  EFTA 
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countries — are  of  roughly  equal  importance.  The  United  States  contributed 
10.5  percent  to  the  area's  farm  imports  in  1959,  a  share  which  varied  from 
about  5  percent  in  the  case  of  Portugal  to  nearly  25  percent  in  the  case  of 
Denmark. 

The  United  States  is  the  most  important  supplier  of  cotton  and  tobacco 
to  the  EFTA  countries.  U.  S.  grains  and  grain  preparations  also  account  for 
a  large  share  of  the  total — one-third  in  1959  and  over  one-fourth  in  1958 — 
but  are  surpassed  by  those  of  the  Commonwealth  countries,  owing  to  the  large 
shipments  from  Canada.  Commonwealth  countries  are  also  the  largest  suppliers 
of  fruits  and  vegetables,  followed  closely  by  the  OEEC  countries.  Restric- 
tions on  dollar  area  imports  have  had  a  noticeable  effect  in  holding  back 
U.  S.  trade  in  this  field.  The  Commonwealth  and  Western  Europe  are  the  major 
sources  for  all  livestock  products--live  animals  as  well  as  meats  and  dairy 
products.  U.  K.  imports  of  cattle  from  Ireland,  bacon  and  butter  from 
Denmark,  dairy  and  meat  products  from  the  Netherlands  contribute  much  to  the 
large  share  which  European  countries  supply.  Australian  and  New  Zealand  are 
by  far  the  most  important  Commonwealth  suppliers  of  livestock  products.  Meat 
from  Argentina,  coffee  from  Brazil,  and  sugar  from  Cuba  loom  large  in  the 
imports  from  Latin  America. 

EFTA's  Share  in  U.  S.  Farm  Exports 

The  value  of  U.  S.  exports  of  farm  products  to  the  EFTA  countries  has 
been  some  $600  million  to  $700  million  in  recent  years,  compared  with  about 
$500  million  in  the  early  1950' s.  The  upward  trend  is  due  mainly  to  feed 
grains,  and  is  accounted  for  by  the  area's  growing  livestock  industry  and 
the  relatively  free  import  policy  of  the  two  largest  takers,  the  United 
Kingdom  and  Denmark.  Fruit  exports  have  increased  as  somewhat  more  liberal 
import  policies  have  been  pursued.  The  same  is  true  of  animal  products. 
The  great  fluctuations  in  the  movements  of  cotton  are  related  to  U.  S.  price 
policy  primarily.  Tobacco  exports  are  relatively  stable. 

The  importance  of  the  EFTA  market  is  most  clearly  shown  in  the  percent- 
age share  of  major  commodity  groups  which  the  area  takes.  While  the  share 
of  overall  U.  S.  farm  exports  that  goes  to  the  seven  countries  has  ranged 
between  15  and  17  percent  in  the  1950' s,  the  area  has  consistently  taken 
about  45  percent  of  U.  S.  tobacco  exports  and  nearly  30  percent  of  the  feed 
grains.  For  cotton  and  fruits,  the  share  is  close  to  15  percent,  for  fats 
and  oils  and  for  animal  products  more  nearly  10  percent,  and  for  food  grains 
between  5  and  10  percent. 

In  view  of  the  fact  that  the  EFTA  Treaty  excludes  agricultural  products 
from  the  tariff-free  treatment  that  is  the  goal  for  industrial  products,  no 
important  consequences  for  U.  S.  farm  exports  are  to  be  expected  from  the 
establishment  of  EFTA  in  itself.  This  is  also  borne  out  by  the  absence  of 
any  plans  for  common  agricultural  policy  measures  in  the  area.   As  matters 
stand  at  present,  only  the  four  agricultural  agreements  between  Denmark  and 
other  EFTA  countries  might  give  rise  to  competitive  advantages  for  member 
countries,  especially  Denmark,  as  compared  with  outside  suppliers.  However, 
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the  major  U.  S.  farm  commodities  exported  to  the  Seven — tobacco,  grains, 
cotton,  fats  and  oils,  and  fruits — are  not  included  in  the  provisions  of 
these  agreements.  The  livestock  products  involved  in  the  agreements,  as 
mentioned  above,  are  not  among  traditional  U.  S.  exports  to  the  area  to  any 
important  extent.  Nevertheless,  the  policy  of  bilateralism  inherent  in  these 
arrangements  tends  to  deny  the  advantages  of  nondiscriminatory,  multilateral 
trade. 

An  aspect  of  the  Treaty  which  might  cause  competing  suppliers  of  farm 
products  concern  is  the  paragraph  contained  in  the  preamble  which  states  that 
the  Seven  are  "determined  to  facilitate  the  early  establishment  of  a  multi- 
lateral association  for  the  removal  of  trade  barriers  and  the  promotion  of 
closer  economic  cooperation  between  the  Members  of  the  Organization  for 
European  Economic  Cooperation,  including  the  Members  of  the  European  Economic 
Community. . . " 

If  a  joint  grouping  of  EEC  and  EFTA — as  visualized  here — were  to  develop 
and  include  agricultural  products,  the  consequences  for  other  agricultural 
exporters  could  be  serious,  the  more  so  since  Commonwealth  countries  could 
be  expected  to  ask  for  compensation  for  the  (possible)  loss  of  their  position 
of  preference  in  the  United  Kingdom.  However,  on  the  basis  of  past  experi- 
ence it  is  reasonable  to  assume  that  agricultural  products  would  be  subject 
to  special  provisions.   At  this  point,  the  question  can  only  be  a  matter  of 
speculation,  but  agricultural  exporters  will  be  watching  developments  with 
keen  interest. 


TABLE  1.— EFTA  countries:  Total  agricultural  imports  by  area  of  origin,  1958  and  1959 


Area  of  origin                   1958 

1959 

:   Million  : 
:   dollars   : 

Percent   : 
12.5   i 
11.5   • 

Million  : 
dollars  s 

838   ! 

801   • 

Percent 
11.5 

11.0 

24.0 

1.639 

22.5 

10.1 
:     11.1 
:      5.8 
:     37.2 
:      2.6 
9.2 

768 

767 

:      417 

:    2,707 

:      270 

718 

10.5 

:     10.5 

5.7 

:     37.2 

:      3.7 
9.9 

100.0 

7,286 

100.0 

<-» 

20,016 

!       -- 

Agricultural  imports  in  percent  of    :  Percent 

s 

:  Percent 
:       36 

Organization  for  European  Economic  Cooperation.  Foreign  Trade,  Series  B,  1959. 


TABLE  2. — EFTA  countries:   Agricultural  imports,  by  area  of  origin,  1959 


Area  of  origin 

: Austria 

.Denmark 

Norway 

;  Por- 
tugal 

'Swe- 
den 

Switzer- 
land 

U.K. 

Total :  uT 

EFTA'  U,R* 
:takes 

:   Mil. 

dol. 

t    77 

25 

.  Mil. 

.   dol. 
39 
27 

s  Mil. 

dol. 

t   20 

30 

.  Mil. 

•  Mil. 

Mil. 

dol. 

147 

29 

Mil. 

Mil.:Per- 

:  dol. 

:    6 

5 

dol. 
77 
61 

.  dol. 
472 
624 

dol.:cent 

Common  Market  countries  . 
Other  OEEC  countries  .  . 

838:56.3 
801:77.9 

Total  OEEC  countries  . 

102 

66 

50 

•    11 

•  138 

.    176 

1,096 

1.639:66.9 

!    25 
:    32 
'.          12 

32 

50 
23 

:    90 

61 

:     4 

36 

21 
74 

38 
:    29 

:    8 

18 

20 
30 

:    7 
!     8 
:    1 

17 

1 
69 

56 

92 

2 

53 

22 

55 

49 
51 
17 

32 

21 
46 

503 
494 
373 

2,519 

135 
421- 

768:65.5 

767:64.4 
417:89.4 

Other  Commonwealth 

Eastern  Europe,  incl. 
USSR 

2,707:93.0 
270:50.0 

718:58.6 

1 Otfll  ••»•••••• 

276 

352 

193 

114' 

418' 

392  s 

5,541: 

7,286:76.0 

Organization  for  European  Economic  Cooperation.  Foreign  Trade,  Series  B,  1959. 
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